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Please state your name and business address. 

My name is Gordon J. Kraut, Jr. and my business address is 3220 Pleasant Run, 

Springfield, Illinois 62707. 

By whom are you employed? 

I am the consulting manager with GVNW Consulting, Inc. GVNW Consulting, IX’S 

principal business is telecommunications consulting for small independent telephone 

companies and we have provided consulting services to Alhambra-Grantfork 

Telephone Company for several years. 

Please describe your educational background. 

I graduated Tom Edgewood College in May of 1988 with a Bachelor of Science 

Degree in business with an emphasis in accounting. I earned a master’s in business 

administration from Edgewood College in 1991. 

Please provide your background in telecommunications. 

In 1988 I began my telecommunications career with IDS, Inc. as an internal auditor. 

hr 1993 I was promoted to Senior h&rnal Au~~~oT and in 1994 I was promoted to 

Associate Manager of Accounting in TDS Telcom. Early in 1996 I was promoted to 

the position of Manager of Revenue and Earnings in the Government and Regulatory 

Affairs Group. I joined GVNW, Inc. on October 20, 1997 and in my current position 

I consuIt with independent telephone companies and provide financial analysis and 

management advice in the areas of concern to these companies. 

On what company’s behalf is this testimony submitted? 

This testimony is submitted on behalf of Alhambra-Grantfork Telephone Company. 
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Have you prepared the Illinois Universal Service funding calculations for 

Alhambra-Grantfork Telephone Company using the format agreed to by the 

Staff and the IITA? 

Yes, I have. It is attached as Alhambra-Grantfork Telephone Company Exhibit 1, 

Schedule 1 .Ol and consists of 3 pages. 

Did you complete Alhambra-Grantfork Telephone Company Exhibit 1, Schedule 

1.01 in accordance with the instructions and based on Alhambra-Grantfork 

Telephone Company’s ICC Form 23A or other information filed with the 

Commission for the year ended December 31,2000? 

Yes. Alhambra-Grantfork Telephone Company Exhibit 1, ScheduIe 1 .Ol, was based 

on the ICC Form 23A filed with the Commission. 

Were these entries on Exhibit 1, Schedule 1.01 taken from books and records 

kept by the company in the normal course of its business and recorded at the 

time of the event? 

Yes. 

Is Alhambra-Grantfork Telephone Company Exhibit 1, Schedule 1.01 true and 

correct to the best of your knowledge, information and belief? 

Yes it is. 

Based on the responses and content of Alhambra-Grantfork Telephone 

Company Exhibit 1, Schedule 1.01, has Alhambra-Grantfork Telephone 

Company provided Staff with certain additional documents? 
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Yes. I have provided the Staff with a copy of Alhambra-Grantfork Telephone 

Company’s December 3 1,2000, Trial Balance which we have requested be treated as 

confidential and proprietary 

Have you provided the requisite information from Alhambra-Grantfork 

Telephone Company Exhibit 1, Schedule 1.01 to Mr. Schoonmaker for his use in 

compiling the composite results for all companies seeking funding in connection 

with his testimony? 

Yes, I have. 

Does page 1 of Alhambra-Grantfork Telephone Company Exhibit 1, Schedule 

1.01 reflect any adjustments being proposed by Alhambra-Grantfork Telephone 

Company? 

Yes. I have made two (2) standard adjustments on Alhambra-Grantfork Telephone 

Company Exhibit 1. These adjustments are summarized in Schedule 1.02. 

The !iirst adjustment on line 1 is standard adjustment #4 as listed in Robert C. 

Schoomnaker’s testimony to include two significant plant investment changes. These 

additions result in an increase to rate base of $226,879. This represents two 

construction projects that will be in place in 2001. The first project is new cable used 

to serve the Grantfork exchange for $157,729. The second is a major switch upgrade 

to offer toll management features and voice announcement features. 

Please explain the two construction projects. 

The Grantfork Exchange South Cable project which started on April 4,2001, involves 

the placement of underground cable, The company has already purchased cable and 
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supplies totaling $74,936.45 and has a manhole on order from Hartford Concrete 

Products in the amount of $3,470.50. Splicing for this project is estimated at $6,000 

and engineering expenses are estimated at $10,000. Communications Engineers, Inc. 

in Springfield, Illinois is the engineer that is presently working on this project. 

Is there a contractor who has been hired to perform this job? 

Yes. Utility Contracting Company entered into a contract with the phone company 

for this project on February 28, 2001. 

Let me hand you Alhambra-Grantfork Telephone Company Exhibit 1, Schedule 

1.03 and ask you to identify it. 

This is a true and accurate copy of the contract for the buried cable project. It 

contains numerous specifications for the underground wiring project and as shown on 

the contract it is anticipated that the expense will be $69,322. The contract calls for a 

maximum amount of $70,000. 

You made reference to a major switch upgrade offering toll management 

features and voice announcement features. Can you explain? 

Yes. The company has entered into an agreement with Innovative Systems, L.L.C.in 

to provide various voice mail, announcement capability and toll control upgrades. 

The cost will be $50,235. The company will need additional software and a DS-1 

module to interface with its switch for these features. The company will purchase 

that equipment at an anticipated cost of approximately $16,415. 

Did you make any other adjustments to Alhambra-Grantfork Telephone 

Company, Exhibit 1, Schedule l.Ol? 
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Yes. The second adjustment is on Alhambra-Grantfork Telephone Company Exhibit 

1, Schedule 1 .O 1, line 14 and was made is for a true up in 1999 Carrier Common Line 

(CCL) Revenues that Alhambra-Grantfork Telephone Company recorded in 2000 

financial statements. This is listed as standard adjustment #3 in Robert C. 

Schoomnaker’s testimony for out-of-period adjustments. Alhambra-Grantfork 

Telephone Company received $112,620 in CCL funding in 1999 based on projections 

filed with the National Exchange Canier Association in 1999. Alhambra-Grantfork’s 

1999 cost study, completed in July 2000, showed a CCL Revenue Requirement of 

119,986. This results in a $7,366 tme up of 1999 CCL Revenue that was booked in 

2000 revenue. This adjustment removes the $7,366 of 1999 revenue booked in 2000. 

Based on the format agreed to by the Staff and the JITA, what was Alhambra- 

Grantfork Telephone Company’s rate of return for the calendar year 2000? 

10.24%. 

Does Alhambra-Grantfork Telephone Company concur with Mr. 

Schoonmaker’s recommendation that its affordable rate be established at the 

current weighted average rate for residential and business service? 

Yes. 

Does that conclude your direct testimony on behalf of Alhambra-Grantfork 

Telephone Company? 

Yes it does. 



Docket Nos. 00-0233 & 00-0335 (Consolidated) 
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Alhambra-Grantfork Telephone Company 
Illinois Universal Service Funding Calculation 

Based upon ICC Form 23A Report Data for December 31,200O 

Ad&&g& 
m Desctiotian %gg i\mau> Adiusbrmt Ll!c%ol 

1 Net Rqulated Plant Fcrm23AP6,NetPtant s 1.116208 $ 226,879 s 1.343.067 
2 Materials and Supplies inventory Page 2.1 Mt-mth Aueage 26,942 26,942 
3 custcnK?r Dep&ts Fmn23kP6.4C40 6.677 6,677 
4 ADIT - Regulated Plant Fom123AP6,41W+4340 96.676 96.678 

5 Rate Base kfcre wtig capita lh?,*r~2-lim3-iim4 1266.474 

6 Working Capital Requirement 
7 Total Operating Eqenses Form234P14.Total 692.204 692.204 
a Less: Depreciation -se Fmn23.AP13.6560 2!4.165 214.165 

9 Total WC Opeaticq -se line 7 -line 6 678.039 678.039 

IO WC OE Requirement line9’451360 64,755 
11 Commission-Ordered Cash Balance Requirement 

12 TtiWoridng Capital Requirement 

13 Total Rate Base 

14 Total Operating Rewwes 
15 Less: Illincis High Ccst Fund 

16 Net Operating Revenues 
17 Tota Opeating Expenses 
18 OtherOperatlnglncandExp-Net 
19 Other Operating T= 

20 Net Op Inc before Incane Tzws 
21 IncmeTaxEiqxmse 

22 Net Operating lnc~me 

23 R&m on Rate Base 

24 After-tax Cost of Caprtal 

25 Targd N& Opeating Incane 

26 AdjtoMeveTargetRetummRB 
27 Gras Rewwe Cmwsim F-or 
26 ROR Funding C&&nc.y Including IncT~ 

29 Calculation of lnccrrm Tax Eqxnse 
30 Net Op IX kfore Inc TZGS 
31 Illinois Inc & Rep Tp: Eqxnse 

32 Ne4 Op Ix befare Fed Inc Tax 
33 Federal Incane Tax -se 

34 Total Imputed Imane Tax &wse 

35 Grcs Revsnue Convenim Factw 

hl~lO+li~F?ll 

line 5 + line 12 

Fwm23AP11,Total 

line14-line15 
FcnnmP14.Tti 
Fcim2?& P 15.71W 
Fom, 2w P 15.7240 

line16-iines17.16,&19 
we34 

line 20 - line 21 

line221line13 

line24’line13 

line 25 _ line 22 
line 35 
line 26 * line 27 

line 20 225.654 
line 30’ 7.16% 16.216 

line3O-line31 X9.638 
line 32 * ?4.W% 71.2i7 

line31 +fine33 

1 I((1 - .0718) - (1 - 34)) 

64.755 

I.351229 

,.4s1,312 (7,366) 1.443.946 
311.193 311.199 

l.wl.113 VW 1,132,747 
692,204 692,2c!4 

14.689 14.689 

233,220 c1.366) 225.654 
87.493 

138.361 

10.24% - 

11.21% - 
151.473 

13.112 
1.6324 
21,404 

87,493 

1.6324 
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Docket Nos. CO-0233 O&O335 (Consolidated) 
Alhambra-Grantfork Telephone Company Exhibit 1.0 

Schedule 1.01 
Alhambra-Grantfork Telephone Company 
Illinois Universal Service Funding Calculation 

Based upon ICC Form 23A Report Data for December 31,ZOOO 
Matsrial &Supplies Worksheet and Other Information 

$27,c131 
$27.301 
527.331 
527.301 
$27.301 
$27,3Jl 
$22.452 
522,‘sG 
s22.a 
wo.5se 
s33.m 
m,m 
527.~1 

$26.942 

Sale/Lease Back Arrangement 

m The company does not have any sale(s)/lease back arrangement. 
0 The company does have sale(s)/lease back arrangement and has 

provided additional infomlation to staff. 

Lease Agreement with Affiliates 
m The company does not have any lease agreements with affiliates. 
0 The company does have lease agreements with affiliates and has 

provided additional infomlation to staff. 

Trial Balances 
The Company has provided a copy of its 12/31/2000 trial balance in 
support of the attached exhibits. 
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Alhambra-Grantfork Telephone Company 
Illinois Universal Service Funding Calculation 

Based upon ICC Form 23A Rewrt Data for December 31,2000 
Operating Revewes By Category 

Local Revenues 
State Subscriber Line Charges 
State Access Revenues 
State High Cost Support 
State Special Access Revenues 

m 
FamZ3A.PlO.Ttil 
NehuxkSerkeRpienues 
Trial Balance 12/31/00 
Trial Balance 12131/00 

Exhibit X. Line 15 
Trial Balance 12131100 

277,914 

263.759 
314.143 

12.940 

Total State Access fi Local Revenues Sum (Ln 1 - 5) 868.765 

Federal Subscriber Lines Charges Trial Balance U/31/00 
Federal A- Revenues Trial Balance Z/31/00 
Federal High Cost Support Trial Balance 12131/00 
Federal Special Access Revenues Trial Balance 12/31/00 

54,861 
249.497 
184,323 

Total Federal Access Revenues Sum (Ln 7 - IO) 

Trial Balance 12/31/00 

489,281 

Mist Revenues 93.286 

Total Operating Revenues Ln6+Lnll+LnlZ $ 1.451.312 

Wets Nos. 004233 00-0335 (Consolidated) 
Alhambra-Grantfork Telephone Company Exhibit 1.0 

Schedule 1 .Ol 



AlhambraGrantfork Telephone Company 
Summary of Adjustments 

Adjustment 3 

1999 Projected CCL Revenue Req. 112,620 
1999 Final CCL Revenue Req. 119,986 
1999 True-up booked in 2000 7,366 

Out of Period Revenue Adjustments 

Adjustment to record true-up in CCL revenues booked in 2000. 

Adjustment 4 

Dr. 0 

7,366 

Rebuild of OSP & COE Investment 226,879 

Docket Nos. 00-0233 00-0335 (Consolidated) 
Alhambra-Grantfork Telephone Company Exhibit 1.0 

Schedule 1.02 
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Schedule 

Alhambra-Grantfork 
Telephone Company 

Miscellaneous Constmctioa 
Work and Maintenance 

Services Contract 
contraa Fctm 773NRUS 
Jme 1998 

Telephone Company: Alhambra-Grantfork Telephone Company 
Telephone Company Designation: IL526 
contractor: Utilitv Contracting Comww 
Contract No.; 2003-O 1-G 
Contract Date: January 24,200 1 
Contract Amount: % 70,OOO.OO 
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MISCELLANEOUS CONSTRlJClTON WORK 
AND MAINTF.NANCE SERVICES CONTRAff 

SECTION I 

W.O. Nllwks 2003m6 (Enter this lwmba oa au attabma iIM!iCermdrelatcd~.) 

Thist3mtnctisemmdintothis 24th dayof Janu~u~.ZoOl bdsem 

#OS 
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xavoi~arewlJcsolxninedw: MiCh&S.F- 
7310 comqgmicatiom Ellainara inc. 
3015 Staawn Am 
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SECTION III - INSUBANCE AND BONDS 

INSURANCE BEQUIREMEN-IS 

(a) 

BOND BEQUlBEMENTS 

#IO 
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LIST OF ATTACHMENTS 
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“5 
ATKM3iMENT B 

q RUS Form 515f - Specif~mtims and Drawings for Cms,huch cf Pole Line and Aerial 
Cables. (RUS Bnlkiin 345-153) 

0 RUS Form 515g - Speciimtim.~ and Drawings for Service tice and Statim Prottctor 
Ilgtallaticas. (Rus Bldleb 345-154) 

‘he fdlowing RUS Standah am appticabk (Engineerto im~ date) 

PC-2 Dated12 
PC-4 Date&~ 
PC-5aDate&- 
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The owner will furnish a list of local cmtrhors or suppliers oftbe Mmving: 

1) Aspbb 
2) Gravel 
3) water 
4) caitaas~~ofdirtimd~ 
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ATTACHMENT D 

(NOT APPLICABLE FOR TFIS CONTRACT) 
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DISK MS- AUIAMRRA-CRWTFORKTRLEPHONRCOMPANY AITACHMENTE 
FuEcAmc~lE SOUTli RURAL CONSTRUClXON 
DATE 01rlam1 OSP CONTRACT NUMBER : 2003414 

I I t 

I I 

I 

, 

I / 
I I I I I 

TOTAL CO~R4CT PRICE 69Jtrao 
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BIDDER INSTRUCTION MODIFICATIONS 

ATTACHMENT F 
Pagelofl 

‘lie hiknviog changes are applicable to the standard Form 515A: 

Chsists of me (1) fo& of buried cable in place 

on Qmm 12. add the fbllrariag to the BM61 descr@al: 

c3n Pane 12. a&i the foUowiog to the BM62 dmc+tim: 
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Alhambra Tel.Co. +++ Gars Smith 

ATTACHMENT C 

(NOT APPLICABLE FOR THIS C0NTRAfX.l 
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ATTACHMENT H 

LEST OF SPECIAL ASSEMBLY UNIT DRAWINGS 
AND SPECUL GUIDE DRAWINGS 

DMViIlg 

BM2-BM2A 
902-A 

910 
975 
9% 
991 

!!%s 

Bl 
lx2 
83 
Ii4 
li5 
E6 
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- r-1 r-r : . -. . t. 

i i 
-I I 

I- II - 
1 II-----@ 

-@ bofc #6 AWG gwund wkc sholi be connected to verUca1 pate grauod wke 
of tndtlgrouadcd poh qstan neubd oc pOre ground ossanbty (@Z& If a 
mal*ded power system neutral k present an the He *t 3ere (s no 
veftkoi pole graund wire. suff&mt tetqth of #6 @% copper ground wkg 
‘shotl be left cdbxl and taped to pa-r& it to-be extended ap the pde and 
connected to the multigmunded nartral by o replesentotivc of the powa. 

x with the tkouslng mcpufocwws 
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I-- . Buried Plant Housing 

Notes: 

0 The kt and out latemls to the buried plant housings shdl be 
lowted in the some trench. * 

0 2. -She W&S Of bend of th8 ~Obk Of Wk8 ShO!t Mt b8 i8SS &On 
10 timck the diieter of the cable 01’ wke. 

. 

RAL EL!%t+WE CoNSl’RUCTl~ PRACTI- 
LAlEFtAl. RUNS TO BUREO PUNT HOUSINc3 

Scok NTS September 19% 

902-A I I 

82 
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@24 

.: . . 

ps (3’ Min. Depth) 

Ground line 
insIde lower bllt : 
cover a minimum 
1 ‘nch higher 
than outside 
ground (cvet. 

6’ Min. 

. . 

‘i---J- 

Lower front Cover 

Ground line inside 
lower front cover a 
mfnimum 1 inch 
hJgher than outside 
ground level. 

m I MATERIAL I NUMBER REQU- 

P= Seder. ha&g ,Asr8qtked ? 
*- 

t -. Pm t As requfred 

RuRAL’-lEuPHoNE -cnoN PRACTICES 
WENT PROTECTlON FOR BUMED PLANT - 

Scale: N-S 

I I 

Jonuory 1966 
910 
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: 

- 

Notes: 
UNDISTlJR8ED SOIL 

Q Place cable on undisturbed soil at bottom of trench. 

@ The mdlus of bend of the cobie at the base -of the housing should 
not be less than IO times the diameter of the cable and wire 

0 3 The Stoke of the housing shalt be drkeo into undisturbed salt to a 
depth of apprwknotety 12 inches. . 

@ The ground level inside the ground iiie cover plate should not be less 
than l-fnch above the o&Me ground level. 

RURAL TELEPHONE CONSTRU&ilON PRACTlCfS 
HOUSING INSTAUATION DfFAlLS 

Scok NTS January 1988 
976 
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This drrawlng is inter+3 i.0 &cm the m&baa of plad69 
plant-d Mdgesorcol~arcS. 
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A’ITACHMENT I 

NRUS Fom 796 LIST OF OWNER’S MATERIALS ON HAND 

CATALOG NUMEFi 

I I 

TOTAL 

WOVE MAlERlALS ARE LOCATED AT : AL- RANTFORK TELEPHONE COMPANY. ALHAMBRA ILLINOIS 
*.. _.~. . . . . ~~~~...~_..-~-...I--- 
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AlTAt2IiMEN-T J 
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NED CORPORAi?I”N” ALlPal 

I!3 P 

53142 S/6/81 
,400 NOlnH w*f3*w AVENUE. P.O. ECX 660 
HARTFORD CITY INOIANA 47348 
PHONE 765 348-3506 FAX: 765-348-3121 SALES dRDER 

a 

2 NhaMxca-GrantZork Telephone 
b 114 wall stxeet 

w 80x 207 

2 Alhaabra-Grantfork Telephone 
:,Palhdra,n6200l 

FAX 618-488-2121 
A Alhamka,IL62081 

AL ltnxmxE 6184a8-2165 

[ORDER DATE rPi ,RClvSE ORDER NO. ~SHIP VI* 

e2/e5/2881 285Bls ourhudc 

BUYER DATE RE(IUESTEO LOC*TIcJN ~SALESPERSON 

jF.0.B. ~TERMS 

Pending credit 
--- 
TERRITORY 

03/30/2881 US8 Ptiilliall Illinois 

lTEM NO. 
BIN LOCATlON NO. DESCRlPTlON WNA;E~ QUANTITY QUANTITY 

BACK ORD. SHIPPED 1 UNITPRICE piizzR 

'.X-W-X+092-T WH 8X4X6 J w/ 32 'I!SQ4 1 1.562.88 1,562.00 
HP-W-2B541 lpLRIMARfPlGKR8X4X63 1 185.88 185.00 
ml96E mm56lmml~, 1 ,475.ee 475.90 

30", WI PEnR 
iim4usKamTY~~#l825 

'SU-MI-26-101 HooKh-ASSlllIlLY 1 48.58 48.50 
PFC FREIQiTaxAw8 1 1,200.BB 1.200.00 

S”STOT/\L 

3.470.50 

ORK~INAL 
-‘- 
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